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CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve a Time Extension for the
Initial Term of the Regulatory Agreement?!

CalBioGas South Tulare LLC
Application No. 20-SM022

Tuesday, January 17, 2023

Prepared By: Stefani Wilde, Program Analyst

SUMMARY

Applicant — CalBioGas South Tulare LLC
Location — Tulare, Tulare County
Industry — Dairy Biogas Production
Project — New Cluster of Dairy Biogas Production Facilities (Alternative Source)
Total Amount Qualified Property Approved- $52,471,257
Estimated Sales and Use Tax Exclusion Amount at Approval? — $4,386,597
Amount of Time Requested —
e Requesting a one-year and six-month extension, until September 17, 2024, for the Initial
Term of the Regulatory Agreement (four years and six months from the date of initial

CAEATFA Board approval of March 17, 2020)

Staff Recommendation — Approval

L All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s
statutes and regulations.

2 This amount is calculated based on the average statewide sales tax rate at the time of initial approval, which was
8.36%.
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REQUEST

On March 17, 2020, the CAEATFA Board approved a Sales and Use Tax Exclusion (“STE”)
award for CalBioGas South Tulare LLC (the “Applicant”) for the purchase of up to $52,471,257
in Qualified Property to build new dairy digesters that will produce dairy biogas at a cluster of 15
dairies located in Tulare (the “Project”). The Regulatory Agreement (“Agreement”) initial term
provided the Applicant with three years from the date of CAEATFA Board approval to utilize its
STE award.?

As of June 2022, the Applicant has used the STE award to purchase approximately $28 million
of Qualified Property (53% of the total Qualified Property approved). The Applicant is
requesting to extend the Agreement initial term by one year and six months to accommodate
pandemic related delays.

The Applicant states that in addition to permitting issues, the Project schedule was significantly
impacted by the COVID-19 pandemic. According to the Applicant, one of its necessary
manufacturers is in Canada, and both travel and shipping from California to Canada were
impacted by pandemic related restrictions. Specifically, travel restrictions delayed the
completion of several essential drawings such as its process flow diagrams, piping and
instrumentation diagrams, and skid layout drawings for the Project. The Applicant states its
vendors for piping, heat exchanges, blowers, and gas analyzers were also impacted by pandemic
related restrictions and supply chain delays. Furthermore, the Applicant experienced permitting
issues with the Water Board and interconnect expansion issues with SoCalGas.

The CAEATFA Board can extend the initial term of the Agreement upon a finding that an
extension is in the public interest and advances the purposes of the STE Program.*

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)
4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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THE APPLICANT

CalBioGas South Tulare LLC is a California limited liability company formed in 2018. The
Applicant is wholly owned by CalBioGas Il LLC. CalBioGas Il LLC and its affiliates are a
network of over 25 partners of the dairies they serve.

The ownership structure of the Applicantis as | The company officers of the Applicant are:
follows:

) N. Ross Buckenham, CEO
CalBioGas Investors | LLC Neil Black. President

(90%) Abdulla Kagalwalla, CFO
CalBio HoldCo LLC (10%)

CalBioGas Il LLC (100%)

CalBioGas South Tulare
LLC

THE PROJECT

CalBioGas South Tulare LLC received an STE to build new dairy digesters that will produce
dairy biogas at a cluster of 15 dairies located in Tulare. The Applicant states it will also install
gathering lines and construct a centralized upgrading plant. The Applicant will process the dairy
biogas into a renewable natural gas (“RNG”) to sell directly or indirectly through distributors as
R-CNG for vehicle use. According to the Applicant, it has negotiated with biogas entities to
exclusively sell the biogas in California. Furthermore, The Applicant’s RNG generates Low
Carbon Fuel Standard Credits and D3-RIN under the Federal Renewable Fuel Standard Program.

The Project has received grants for digester-related expenses from the California Department of
Food and Agriculture in the amount of up to $22.9 million under the Dairy Digester Research
and Development grant program.
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The Applicant has also received funding in the amount of $32,329,718 for installed costs and
$1,861,812 for annual operations and maintenance as part of the Five Pilots Program authorized
under SB 1383.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from
March 17, 2023 to September 17, 2024, in order to accommodate pandemic related delays.

STAFF EVALUATION

According to the Applicant, it experienced several pandemic related delays that severely
impacted the timing and schedule of the Project. The Applicant states travel delays affected its
gas conditioning skid manufacturer in Canada and prevented staff from traveling between
California and Canada. Additional delays within the supply chain derailed the Project timeline,
as several vendors were unable to receive necessary items for manufacturing final products to be
shipped to the Applicant for the Project.

In addition, according to the Applicant, Water Board permits have been delayed which prevented
necessary processes from moving forward. The Applicant states although there are still supply
chain issues, it is diligently tracking the status of delivery for longer lead time equipment and
attempting to accelerate delivery. According to the Applicant, it anticipates all projects currently
in construction being complete and online by early second quarter of 2023.

The Applicant states SoCalGas also experienced delays related to necessary pipeline equipment
and will not begin construction on its portion until equipment with long lead times have been
delivered. The Applicant anticipates construction and commission on this portion of the Project,
which has not started yet, to be complete by the fourth quarter of 2023 or early first quarter of
2024.

Based on this information, Staff believes extending the initial term of the Agreement will allow
for the Project to be completed, and is, therefore, in the public interest and advances the purposes
of the STE Program.

LEGAL QUESTIONNAIRE

Staff reviewed the Applicant’s responses to the questions contained in the Legal Status portion of
the Application. The responses did not disclose any information that raises questions concerning
the financial viability or legal integrity of this Applicant.
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CAEATFA FEES

In accordance with STE Program regulations,® the Applicant has paid an additional fee of $2,000
because extending the initial term qualifies as a modification to the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the initial term of the
Agreement by one year and six months to September 17, 2024, as it is in the public interest and
advances the purposes of the STE Program.

ATTACHMENTS

Attachment A: CalBioGas South Tulare LLC’s letter requesting waiver (November 16, 2022)
Attachment B: CalBioGas South Tulare LLC’s staff summary at the time of approval

> California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
CALBIOGAS SOUTH TULARE LLC’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

January 17, 2023

WHEREAS, on March 17, 2020, the California Alternative Energy and Advanced
Transportation Financing Authority (the “Authority”), a public instrumentality of the State of
California, approved a Sales Tax Exclusion (“STE”) in the amount of $52,471,257 of Qualified
Property for CalBioGas South Tulare LLC (the “Applicant”); and

WHEREAS, within three (3) years of approval by the Authority, the Applicant must
make all Qualified Property purchases (STE Program regulations Section 10035(b)(1)); and

WHEREAS, upon a finding that it is in the public interest and advances the purposes of
the Program, the Authority may waive the requirement that all purchases of Qualified Property
be made within three (3) years of Application approval (STE Program regulations Section
10035(b)(1)(B)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property within three (3) years, due to unexpected delays in the Project timeline,
extending the term by one (1) year and six (6) months to September 17, 2024; and

WHEREAS, granting the waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and the purposes
of the Program.

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Authority finds that it is in the public interest and advances the purposes
of the Program to extend the Applicant’s initial term of the Regulatory Agreement to
September 17, 2024.

Section 2. This resolution shall take effect immediately upon its passage.



Agenda Item - 4.B.11
Resolution No. 20-SM022-01

Attachment A: CalBioGas South Tulare LLC’s Letter Requesting Waiver (November 16,
2022)

A-1
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Attachment B: CalBioGas South Tulare LLC’s Staff Summary at the Time of Approval

B-1
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